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In a statement released Jan. 28, US Trade Representative Clayton Yeutter said the US merchandise
deficit, adjusted for inflation, has fallen sharply during the last year. The statement said that gross
national product figures made available on the morning of Jan. 28 by the Commerce Department
demonstrated that the real deficit, as measured in non-inflated dollars, dropped by a quarter
since the third quarter of 1986. According to Yeutter, over the past five quarters, the real trade
deficit has shrunk 24.7%. "These figures more accurately reflect trends in trade flow than monthly
figures, which fluctuate considerably and are distorted by exchange rate and price movements.
The quarterly constant-dollar trend, the most important indicator of where we are going, is clearly
headed in the right direction... "Unfortunately, these improvements are often masked by changes in
exchange rates, which raise the price of imports, thereby increasing the current-dollar trade deficit,
even as the real trade deficit is declining...In fact, as many business leaders will testify, we are in the
middle of an export boom that is creating jobs for American workers. We...have a way to go before
we resolve our trade problem, but we made significant progress in 1987 and have every reason
to expect further improvements in 1988." The constant-dollar trade balance in third quarter 1986
totaled $149.7 billion, versus $112.7 billion for fourth quarter 1987. According to Yeutter, on a real
basis, the trade deficit is now at its lowest level since the third quarter of 1985. Real US exports have
grown 23.9%, while real imports have risen 4.5%.
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